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HIGHLIGHTS 


NUMBER OF SHARES OUTSTANDING .... 
NUMBER OF REGISTERED SHAREHOLDERS 
SHAREHOLDERS’ EQUITY 
BOOK VALUE PER SHARE 


1974 


$22,145,688 
$ 1,201,128 
$ .93 
1,681,608 
1,075 
$12,018,404 
$ TS) 


1973 


$21,448,869 
$ 1,119,522 
$ 1.25 
917,166 
1,161 

$ 6,056,426 
$ 6.60 


To our shareholders 


The year 1974 was a difficult one for the automotive 
industry. Van Der Hout’s rate of sales growth slowed and 
profits declined in comparison with the previous year. 
Sales for 1974 rose slightly to $22,145,688, compared 
with $21,448,869 reported for 1973. Earnings per share 
were $.93, down from the $1.25 reported for the 
previous year. 


[Rapidly accelerating material and other costs increased 
at a faster rate during the year than Van Der Hout was 
_able to recover by selling price increases. In addition, 
the Company maintained higher inventory levels in 1974 
to ensure availability of materials and components. 


During the year, a transaction whereby Van Der Hout 
Associates Limited would acquire the 51% of Gabriel 
of Canada Limited owned by Chicago-based Maremont 
/ Corporation was approved by shareholders, sub- 
sequently allowed by the Government agencies con- 
cerned, and implemented. As a result, Gabriel of Canada 
became a wholly-owned subsidiary of Van Der Hout. 
_ In exchange for the 51% of Gabriel of Canada, our 
\ Company issued 764,442 new treasury shares to Mare- 
‘mont..\This accounts for the increase in the number of 
shares outstanding} 


To provide the most meaningful presentation of our 
results, we have consolidated Gabriel with our other 
_Van Der Hout operations from January 1, 1974 and 
eliminated pre-acquisition earnings.] The 1973 results 
have been restated accordingly. 


Maremont Corporation, with U.S. sales of $235 million, 
is a manufacturer and distributor of shock absorbers, 
exhaust systems, foreign vehicle parts, friction material 
and truck parts. In addition to Canada, the Company’s 
products are produced in seven facilities in the United 
States and in five joint-venture operations in Argentina, 
Brazil, India, South Africa and Venezuela. The domestic 
and international strengths of Maremont Corporation 
can be beneficial to the long term growth prospects of 
Van Der Hout. 


In the second half of 1974 we began shipments of 
bumper energy absorbers for original equipment appli- 
cations. These shipments were in nominal quantities, 
reflecting lower new car sales. The programme was also 
troubled by the possibility that the U.S. Department of 
Transportation standards would be revised, eliminating 
the need for the specific type of energy absorber we had 
tooled to make. 


The Company created contingency plans for alternate 
designs to meet proposed reduced criteria for energy 
absorbers. Thus, we were prepared to remain a pro- 
ducer of energy absorbers, regardless of whether the 
standards remained as existing or were revised. This 
spectre of change to the D.O.T. standards has now 
vanished with the confirmation of the existing standards, 
and we anticipate that energy absorbers will make a 
positive contribution to operations in 1975. 


On February 4, 1975, the Board of Directors elected 
Norman B. Wright as President of our Company. 
Mr. Wright has a broad background and enviable record 
of achievement. Immediately prior to joining Van Der 
Hout, he was President of Formosa Spring Brewery and 
a Senior Vice President and a member of the Board of 
Benson & Hedges (Canada) Limited. In his new capacity, 
Mr. Wright is responsible for all Company operations 
and is working very closely with our existing manage- 
ment team in the implementation of future growth plans. 


At the outset, we noted that 1974 was a difficult year for 
the automotive industry. However, it appears as though 
we will be experiencing an improving economy later in 
1975. Materials and components have already become 
more readily available, enabling us to intensify our 
inventory and cost reduction programmes. 


As we look ahead to the balance of 1975 and next year, 
we are confident that with our recently expanded Board 
of Directors and operating management, Van Der Hout 
will be able to respond more rapidly and with an even 
higher level of effectiveness to the needs and objectives 
of our Company and its customers. The strength of our 
position in the market-place, the fine acceptance for our 
products and the dedication, loyalty and competence of 
our personnel combine to make our long-range outlook 
most optimistic. 


On behalf of the Board, 


ig kG 
7 
A hy RG Ri in ae 


J. B. Van Der Hout, 
Chairman. 


Van Der Hout associates LiMiTED AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF INCOME 


Year Ended December 31 


1974 


1973 


(Restated) 
(Note 1(c))_ 


an a — : 
Be ee ets oh nh oT ( $22,145,688 $21,448,869 ~ 
EEL SC fl eh ONT i Oa Re ee 15,942,512 14,934,788 
Selling, general and administrative expenses ............... 2,486,181 2,260,001 
Depreciation and amortization of fixed assets .............. 582,404 512,201 
imterestonlong-term Gebt .. 22. ace cee ee ce ce ve bnew 76,418 75,871 
ee ITI CLOG Me ho oe ie sin ed hase wv mem ed Ss 287,436 26,494 
19,374,951 17,809,355 
Income before income taxes and minority interest........... 2,770,737 3,639,514 
Less: 
Income taxes: 
UTES ER a Be re ee) re ae a 461,221 1,339,242 
iGsonrOCrecre na St set Leto r) seek Tang il 6 * aoe he 670,000 223,100 
BIMOIVEIICLe Siena Uke es ee eas 8 noe 13,842 21,897 
1,145,063 1,584,239 
1,625,674 2,055,275 
Earnings of Gabriel of Canada Limited prior 
fo acquisition (Note 1(c))...0. 6.082. hea PS eee 424,546 935,753 
NateReOMers eo ete iael 1 lln stk nn ree aC eI ira §_ 1,201,128 D $ 1,119,522 » 
a = 
Earnings pernshare(Note,|3). 2.52 ee ee Se 93 2 91-25 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


$ 4,671,168 
1,201,128 
$ 5,872,296 


Retained earnings, beginning of year (as restated) (Note 12) .. 
NEE ANGCONIC Sto. unset te ay na hee eV a, 4 Wb he Rie 
Retained earnings, end of year. «oc... 6.6 ck cee ce es 


$ 3,551,646 
4,119'522 
$ 4,671,168 


See Accompanying Notes. 


Van Der Hout associates LIMITED AND SUBSIDIARY COMPANIES 


(Incorporated under the laws of Ontario) 


CONSOLIDATED BALANCE SHEET pecewmeer 31, 1974 


ASSETS 


Current: 
Cash and short-term deposit receipts ................... 
Accounts receivable less allowance of $72,241 for 
doubtful-accounts (1973) $28.266) =) sa... we ee 
Sundry receivables and prepaid expenses............... 
Merchandise inventory, at lower of cost and 
net. realizable value (NOte 2) 0 5. wads ee ee, ee 
Corporation taxes, refundable «ices #44805. ae ee 


Investments: 
Interest in Gabriel of Canada Limited (Note 1) 


Fixed (Note 3): 
Property, plant and equipment, at cost.................. 
Less accumulated depreciation and amortization ......... 


Other: 
Cash surrender value of lifeinsurance................... 
Deferred costs*(NOte 4)" 9g eek aS eee oe 


On behalf of the Board: 
J.B. VAN DER HOUT (Director) 


M. A. STEIN (Director) 


1974 1973 

$ 124,814 407,685 
5,014,282 683,784 
582,843 99,220" 
9,539,363 991,410 
42,598 ae 
15,303,900 2,182,099 
— 3,936,307 
10,897,393 689,419 
3,584,045 214,617 
7,313,348 474,802 
94,735 87,833 
1,038,992 82,728 
1,133,727 170,561 
$23,750,975 $ 6,763,769 


See Accompanying Notes. 


LIABILITIES 


Current: 


Bank indebtedness (Note 5) .............. 
Accounts payable and accrued liabilities .. . 
Corporation income taxes ................ 


Current portion of long-term debt (Note 6) 


Pong-tetm debt (Note G6)" . 2....c.66. 6... ess: 
Deferrediincome taxes....--... 656.5 sense. 


SHAREHOLDERS’ EQUITY 


Capital stock (Note 8): 
Authorized: 


1,800,000 Common shares, no par value 


Issued: 


1,681,608 Shares (917,166 - 1973) ..... 
einige QC CAmMIbGS (eine Gra iies ache ree - 
Contributed surplus (Note 9) ................ 


Deduct: 


2,600 Shares acquired and held for future disposition 


(AU COSU) 2 5-5 A ee ee eee 


1974 1973 
meee, 4. $ 4,152,269 ¢ = 
A) ON pseaee 4,396,279 379,661 
eee Wea a 54,853 
Diy erty 348,631 47,048 

8,897,179 «481,562 

i 1,042,077 78,096 
4g IRONED HA 1,687,485 73,100 
Yea 105,830 91,498 
TIE? lvaty, 5,857,142 1,079,379 
PO eames 5,872,296 4,671,168 
=. ee 308,488 308,488 
12,037,926 6,059,035 

ne aR ae 19,522 19,522 
12,018,404 «6,039,513 

$23,750,975  $ 6,763,769 


AUDITORS’ REPORT 
To the Shareholders of Van Der Hout Associates Limited 


We have examined the consolidated balance sheet of 
Van Der Hout Associates Limited and its subsidiaries as at 
December 31, 1974 and the consolidated statements of income, 
retained earnings and changes in financial position for the year 
then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in 
the circumstances. 


Toronto, Ontario, 
February 5, 1975. 


In our opinion these consolidated financial statements 
present fairly the financial position of the companies as at 
December 31, 1974 and the results of their operations and the 
changes in financial position for the year then ended, in accord- 
ance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


LAVENTHOL & HORWATH 
Chartered Accountants 


Van Der Hout associates LIMITED AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENT OF CHANGES 


IN FINANCIAL POSITION 


Financial resources were provided by: 
Working capital provided from operations (Note 14) ....... 
Increase in working capital resulting from 
the acquisition of subsidiary 
Issue of common stock: 
ACQUISINOMORG ADC arcs cu. ued ohh ane ee 
For cash under employees’ share option plan 
To minority interest in A.B.C. Fire Extinguisher 
Company Limited 


Financial resources were used for: 
Acquisition of Gabriel of Canada Limited, 
net assets acquired at assigned cost: 
Working capital 
Fixed assets 
Other 


Less: 
Long-term debt and deferred income taxes ......... 
Investment of prior years on equity basis .......... 


Reduction of long-term debt 
Addition: to:fixedrassetswe sane. re ete ee 
Deferred): COSTS a xs eee a ea eae RS Se ar ee oo 


increase: in‘working: capital -2. cate ee eee 
Working capital at beginning of year 
Working capital at end of year 


Year Ended December 31 


1974 


$ 1,843,403 


4,586,898 


4,777,762 


490 


11,208,553 


4,586,898 
5,960,301 
829,596 


11,376,795 


2,254,831 
4,344,202 


6,599,033 


4,777,762 
346,465 
1,195,124 
183,018 


6,502,369 
4,706,184 


1,700,537 


6,406,721 


1973 


$ 353,823 


14,084 


196,875 


564,782 


11,500 
65,349 
82,188 


159,037 
405,745 


1,294,792 


$ 1,700,587 


See Accompanying Notes. 


Van Der Hout associates LiMiTED AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


YEAR ENDED DECEMBER 31, 1974 


ills 


2. 


Basis of consolidation: 
(a) The consolidated financial statements include the ac- 
counts of all subsidiary companies. These are: 


Percentage 

Ownership 
Jaco Catalogue Equipment Limited 100.0 
J. C. Adams Company Limited 100.0 
Nelmor Corporation (Canada) Limited 100.0 
Gabriel of Canada Limited 100.0 
Goderich Tube & Steel Co. (Canada) Limited 100.0 
Monahan Supply Corporation Limited 98.5 
Permatex-Pep Limited 51.0 


A.B.C. Fire Extinguisher Company Limited 51.0 


On March 21, 1974 the company subscribed for 51% 
of the common shares of A.B.C. Fire Extinguisher 
Company Limited incorporated to manufacture and 
distribute fire extinguishers in Canada. 


On June 30, 1974 the company which owned 49% of 
Gabriel of Canada Limited acquired the remaining 
51%. The income and expenses have been consoli- 
dated for the full twelve-month period eliminating 51% 
of the pre-acquisition earnings. In addition, the 1973 
statement of income has been restated for comparative 
purposes to include the net income of Gabriel of Canada 
Limited by the individual income and expense ac- 
counts with a deduction for the earnings attributable to 
the 51%. Pre-acquisition revenues of $17,656,387 in 
1973 and $8,718,623 in 1974 are included in consoli- 
dated sales. 

otal purchase: pricey. ww ae ee $4,777,762 


(b 


~~ 


— 
ie) 
~ 


Assigned value of assets .............. $8,610,816 
qotalliabilitiés @.2. een eee ree 3,833,054 


$4,777,762 


Consideration paid as follows: 
764,442 Common shares issued at $6.25 . $4,777,762 


Inventories: 
BinishediqoodSsac 4. sy cn tee as hes es ee $3,938,635 
WOrKSINE DLOCCSS1 ene ee ee ey ee 1,885,053 
RAWMTCtIAS Petron Pte soon ie te, es 3,715,675 

$9,539,363 
Property, plant and equipment: 
The fixed assets consist of the following: 

Accumulated 
Cost Depreciation Net 

Landak esto c8.. $ 828909 $ — $ 828,909 


Building and 
improvements . 

Machinery, equip- 
ment, tooling, 
BIC pets Ree 


2,265,944 568,262 1,697,682 


7,802,540 3,015,783 4,786,757 
$10,897,393 $3,584,045 $7,313,348 
Fixed assets are being depreciated primarily on the 


straight-line basis at various rates based on their estimated 
useful lives. 


4. Deferred costs: 


The company has deferred costs relating to start up of a 
data processing system, new operations and research and 
development. These costs are amortized over a three-year 
period. Accumulated amortization to December 31, 1974 
amounts to $27,730. 


Bank indebtedness: 


The company has given a general assignment of book 
debts as collateral for its bank indebtedness. 


Long-term debt: 
Balance 
Outstanding Current Long-term 

Mortgages payable: 

6% , due 

ue Ws USA ee $ 

912%, due 

January 18, 1984 .. 
First mortgage 

debenture, 13% %, 

due October 15, 

1975 secured bya 

floating charge on 

the assets of 

Monahan Supply 

Corporation Limited 10,000 10,000 -- 
Promissory note, 6%, 

payable in equal 

annual instalments 67,581 33,791 33,790 
Debenture payable, 

8%s%, due March 

15, 1978, secured 

by a floating charge 


2,000 $ 2,000 $ — 


357,216 26,316 330,900 


on the equipment 375,960 115,680 260,280 
Loan payable, 

no interest, due 

Aprile QV Sines 105,350 105,350 _— 


Loan payable, 

no interest, due 

June 71,1976 ...... 85,558 55,494 30,064 
Note payable, 

affiliated company, 

prime bank rate, 


due July 25, 1978 387,043 — 387,043 


$1,390,708 $348,631 $1,042,077 


The aggregate repayments required in each of the next 
five years is as follows: 


US FAs yenemoneicce ens Seis $348,631 
UC TASK enerek rile ScdenaeL 208,409 
NOT La Reon seben 147,363 
ACTA: eae, Becks Srna cae 450,728 
TOTO ane skis os 38,145 


10. 


Minority interest: 

(a) Minority interest represents 49% of the issued capital 
stock and retained earnings of Permatex — Pep Limited 
and A.B.C. Fire Extinguisher Company Limited. 

(b) Minority interest in Monahan Supply Corporation 
Limited has not been recorded because of its insignifi- 
cance and the company’s intention to acquire the 
common shares of Monahan not presently owned. 


Capital stock: 
During the year: 


(a) The authorized capital of the company was increased 
from 1,500,360 to 1,800,000 common shares, no par 
value. 


(b) 764,442 common shares were issued (Note 1 (c)). 


Contributed surplus: 

Gabriel of Canada Limited has received funds under 
government incentive programs of which only 50% is 
repayable. The remaining 50% is forgiven upon Gabriel 
meeting certain terms and conditions, one of which is the 
repayment of the other 50%. The forgiven portion has 
been recorded as contributed surplus. 


Commitments: 

(a) The company and its subsidiaries occupy certain 
premises under leases which expire at various dates 
up to 1980. Exclusive of certain occupancy costs and 
escalations resulting from property tax increases, the 
annual rental commitments are as follows: 


1975-1980 — $34,562 


(b 


— 


Effective January 15, 1975 the company entered into a 
lease of warehouse and office space of approximately 
46,700 square feet at an annual rental of $72,385 
exclusive of certain occupancy costs and escalations. 
The lease term is for five years with the right to renew 
for a further five years at a renegotiated rent. 


11. 


12. 


13. 


14. 


Remuneration of management and others: 
The aggregate direct remuneration paid or payable by the 
company and its consolidated subsidiaries, including 
Gabriel, to the directors and other senior officers of the 
company for the year 1974, was $243,811. 


Restatement: 

The 1973 opening retained earnings have been restated by 
$16,913 to reflect a restatement of equity in earnings of 
Gabriel of Canada Limited previously reported. 


Earnings per common share are based on the weighted 
average number of common shares outstanding during 
the respective fiscal years. 


Working capital provided from operations: 


1974 1973 
NeTIncCOMe cue ean $1,201,128 $1,119,522 
Add (deduct) items not 
involving a current outlay 
(receipt) of working capital: 
Equity in earnings 
Of Gabriel aes (407,895) (899,054) 
Deferred income taxes ... 670,000 73,100 
Depreciation and 
amortization eee 315,498 36,139 
Minority interest in income 13,842 20,403 
Increase in cash surrender 
value of life insurance . . (6,902) (1,121) 
Goodwill, trademark and 
organization expense 
Winitte ni Offi na. senna renee — 4,834 
Amortization of deferred 
COSISS oe) 7) eee 56,350 _ 
Loss on sale of fixed assets 1,382 _— 
$1,843,403 $ 353,823 


Van Der Hout ASSOCIATES LIMITED AND SUBSIDIARY COMPANIES 


FIVE YEAR SUMMARY 


1974 1973 1972 1971 1970 
Net Sales 22,145,688 21,448,869 | 18,630,727 | 19,963,781 17,644,664 
Pre-tax Profit 2,770,737 3,639,514 3,240,810 2,278,321 OOO 
Net Income 1,201,128 i, 190,022 907,189 624,808 586,242 
Earnings Per Share $ .93 $1.25 $1.04 $ .74 $ .70 
Working Capital 6,406,721 6,840,263 4,873,852 3,296,919 2,781,104 
Additions to Fixed Assets 2,877,187 531,982 300,522 1,081,054 1,400,388 
Total Assets 23,750,975 16,373,340 | 15,199,225 | 14,655,783 13,391,525 
Long-term Debt 1,042,077 1,040,484 1,224,354 1,693,891 1,987,436 
Shareholders’ Equity 12,018,404 6,056,426 4,740,029 3,633,511 7 2,946,220 

Number of Shares Outstanding 

at December 31st 1,681,608 917,166 892,166 852,166 842,166 
Book Value per Share $7.15 $6.60 $5.31 $4.26 $3.50 


The five year Summary is prepared as though Gabriel and its subsidiary were fully 


consolidatable from January 1, 1970. Net Earnings and Shareholders’ equity amounts 
have been stated net of the amounts relating to minority interests and pre-acquisition 
earnings of Gabriel. 


